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ABSTRACT : ' 

Business officers should function as members of 
institutional management teams whose responsibilities include 
devisipg more effective ways to collect ^ present , and evaluate 
business and financial inform-ation for governing boards and academic 
administrators. The challenge is to find ways to encourage 
institutional administrations to consider the consequences of 
ignoring fiscal considerations and realities/ It must be recognized 
that outside forces affect -the management and that higher education 
is not a business where profit and loss can be measured in monetary 
terms. Nevertheless^ the professional business manager should 
evaluate his place in the institutional environment and develop the / 
attitude that he has something of Value to coffer, and he should nqty^/^r 
condone promulgations of accounting practices when they defy ^ , ; 1^ / 
meaningful applications^ of cost systems andJignore relationship^/ / ' ^ 
between costSr programsr and benefits. (JHF14 
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lesspfffcers^are to funttion.a^4nembers of insti- 



^al n^anagemen^tea^^^ what are their responsi- 
U^tjies, and what a|(i^';jeVi^ence/ of their accomplish- 
i^^nts or their Jailmes, in contributing to noiore 
/^ffective manag^rnent? 

^' Business mancigeinent responsibilities include devising 
more effective w^ays to/collect, present, and evaluate 
business and finartqal information for governing 
boards and acaderMc administrators*— information 
cievelopcd ii^ unders^ndable contexts and related to 
conseqn^hc'es which can be predicted to result from 
the irrtpVerncntation of management decisions. Business 
mailag^jnent -iticludes attention to business manage- 
/Vn^nt/ deficiencies and requirements that need to be 
.^satisfied. T.llere are dramatic examples of the consc- 
qxiences when financial and business implications are 
npt con$i'dei;cd in the formulation of jnanagement de- 
cisions. /Management planning is^nd decisions must 
relate, rfie proposed actions of academicians to funding 
requifements in order to maximize the total benefit 
whidh an institution provides to society as a whole. 
Th^only way academic production, or any production 
fp/that matter, can-be maximized is by the application 
of effective management techniques— analysis, pilan- 
jfting, and decision, Good management is not possible 
without information* the availability of information 
is riot possible without effective management systems. 

A Time to Tighten Management 

The present financial plight of institutions of higher 
education is due in no small part to the fact that insti- 
tutional administrators have not heeded the warnings 
and advice of business officers. Institutions cannot go 
on forever grilnting indiscriminate, incremental in- 
creases and failing to maintain relationships between 
faculty costs and faculty efforts. Faculty costs represent 
the largest part of total cost in higher education, anfl 



therefore (hey represent the most important element of 
Cpsl in the ml nation of educational efforts and in plan- 
ning for fflture programming and budgeting of avail- 
able resoiirces. .Institutional managers know that 
faculty art budgeted for "X" E.F.T. for research, for 
instruction, and so on, but how do faculty actually 
spend their time, related to what specific activities, 
accounlabje in what ways, and producing what bene- 
fits? 

r ; 

A recent article by Mr. Daniel D. Robinson in one of his 
firm's professional publications includes the following 
pertinent observations: 

UightT EdiKiHion lias passed ihv ix)iiii wUvrv an admiiiisiraior can 
smile- iK-niKiilv ai I'Uili new crisis, *scfurc in ihf ihoug]u ihai. 
no rnaiitT wli^^i. fveryihiiiK always lurns oui alj righi in tlu- 
fiuK 



rhf role of adr^iinisiration in this crisis bccomfs ever so much 
morf iinporiatit ilian ii lias, been in ihe past. This siKnifics 
re-ally a thanui* in perception, since good managemeni has 
iilways txrn t)?nrii(ial lo mlleges. The difference lodny is ihai 
it is Ijetomiiif^ easier to rctogni«* the symptoms of had rnanage- 
iiicnt . . . thi* fact is tlia.t up until recently, most academic 
administrators 'believed <or certainly behaved as if they believed) 
thai colleges witt' lUJi subject to the same kinds af tn;lnagemeni 
rules as are otlttr organi/ations:. that through some sort of mar- 
velous Ix'iieficeiite. tliry were exeinpt from all or most of the con- 
sequences of bad jiianagement . 

It is a first priiuiplf ilii»i organiziitional structure and insfitu- 
lionai goals musi he congruent, which means that there exists 
a need for instiu.iti\)tial goals. 

Budgeting is a proc4s that has been practiced by many dollOges 
for years. Mbst iiisiit.ut*ions. in fact, ,will have a budget, even 
though they do iiotPhave an 6rgani/.qtional chart. The prob- 
n is that the budiet philosophy and . technique most often 
ed have been ineffecit\al. 

I 



letn 
use 

Most (ol leges have u^ii 
ing and approving L%t\\ 



n incremental approach in prepar- 
new year's budget. Whatever has 



mg anci approving ewcn mw yiai a uuuj^vv. — - 

Ix'en approved in the la\cM ( urrcnt budget is used as a base for 
the ffJilowing year. 
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.Sclcloin arc ihcsc rfqiiiivincms rvUnvii ip ihc ouipui of ihc ariiv- 
-iiybt'ing fiimiiCTd; Similarly, ihc oiiijnii of ihc aciiviiy is scl- 
doinTi[j}«ij;d^io ihc long-raiiKC goals of ihc insiiiuiionJ 

Assuming that a critical cleficiency in ^usiness and 
other management does ciast in higher education 
today, jthen the challcftge to business officers is to 

'fmd ways|p-cffcourage ^insthutional administrations 
to cop^itler the consequences of ignoring fiscal con- 
sidcffations and realities. Business dtficers should hot * 
be satisfied to continue preparing and providing the 
-same old responsibility accounting reports that have 
been. prepared for years, as though all is well as long 
no department excee'ds* an approved budget. A 
b&dget based on what c^riteria and toward what pur- 
poses? 'pie business offi^^^r must\l>e innovative, find- 
ing ways-^p prepare income and expense reports which 
paint a pitture, tell a story, force a point. Other Uni- 
versity sectors are coming ^forward with proposed 
solutions to the financial crises. Institutional research 

. offk^,^ planning offirievimd other^oflicc^ witk xiew_ 
names are becoming cqminonplace as institutional 
governing boards and presidents seek information,' ' 
financial in nature, on what is happening in the 
current periq^, what has been accomplished in prior 
periods, wh^it is planned for the future, and the rela- 
tionship of available funding to i^ie funding required 
to reach institutional goals and objectives. 

IV ho I.S Making Choices for Funding? 

A business officer might ask himself Whether or not 
he has responsibilities in certain areas, .and whether 
he is performing a professional service if these areas 
are not being Adequately 'served. Can his institution,^ 
for example, relate all of its efforts — the benefits of 
its efforts, its expenditures, its revenues — id a product 
or some quantity which results fror^'tlVe expenditures 
of time j and monies? Can his ini^litutioa identify 
measures of utility which resuKyt^dr^ph^ 
Can the utilities be evaluated ir('tc1at|B^r]i^i^ to costs? 
Who is conducting institutioi{ai cqsjlfstji^^ 
is advising the president and o'thei^loj^ adrninistfat0rs 
, as to the financial ipiplicationi^of instituting ^ew 
programs, or simply continuing^ existing prpgr^rhs, if . 
indeed programs are defjned? Dbgs- his insfiiution 
have a written,, defini^fvc statement of dJ'gdnization 
and accountability which clearly^and cpmprihensively 
indicates the responsibilities of the qfierating entities / 
ofl his campus, including those of ^he bdsihess office?/ 



Who is determining and evaluating the consequences 
of selecting certain institutional jDrograms for fund- 
ing instead of alternative programs — iissuming that 
all desired programs cannpt Ix' funded? Does the 



' Rdhinsoti. Daniel 0.. "Some Ohscrvaiio|is On The New Managc- 
nuiii — for College and rniversiiy," /V/jY, Morwifh, MiU hvll ^ Co. 
yhnmiifcmrm CtnUwls ^Oiiohcr.* J970), pp. 2lfi-20. 



business officer participhte in selecting institutional, 
objef lives or does he simply report cash on hand, and 
report that , the trial balance equals, and such? Who 
provides an evalua tion and aiialysis of die signifi- 
cance of the budget versus actual, figures? Does the ' 
institutional budget represent a plan for fundings ^ 
iddcumented programs/or is it last year's budget plus 
"X" percent increase? What is the relationship of an 
office of instituiionaL research,- a planning office, or 
6ther such office to the business office? Who on the 
carnpus is consulted in regard to program costs and 
the'relationship of program costs to expected Benefits? 
Is anyoije? 

It is time to assess the place of the business office in 
the institutional environment.- It has already been 
noted thai there are many advisors in waiting in areas , 
of the institution outside the business office who are 
eager to suggest all sorts of analyises and remedies iri ; , 
connection with the financial crisis and tjie futiire of • / 

^hij^ier education. If tlie budness officer is not a ble to ' 7 
develop and prove to his institution's administration ^ 
his competencies as a prime financial advisor, he may /' 
see his role diminish to that of balancing the books ' 
and serving' as custodian of-tlie accounting records. ' 
(Indeed, in the case of pubHc institutions, he may 
well see the business management role transferrelj 
from within his institution altogether,) The business 
officer is a part of current institutional management, ^ 
whether passively or actively and, as a professional, 
he must share the now frequent indictments of higher 
education administration for inadequate manzjge- 

,ment of resources and for allowing the finan'cial 
problems to develop into full blown crises, threaten- , 
ing the very existeiTce of higher education as it is 
known t9day. - ^ 

Outside Forces Affect Managemeht 

J^est anyone doubt the seriousness of the indictnflenls 
of higher education managemtn^. let him reflect 
upon the intensive legislative attention how being 
directed' toward higher education thropghout the 
rbuntry. A 1971 article in The Chronicle oj Higher 
AV/ucrt^io^2^ reporting an increasing rtumber of actions 
by Slate legislatures touching higher edii(;ation prob- 
lems and programs, noted that:' ^ 

Perhaps then* has never been a linie when ihe tnpiiciiy of cam* 
pns ^crpiisiiiuenc ies lo sluipe iintl tlired iheir own clesiiny was 

so s^mely circumscribed from wiihoui Among ihe faciors 

:il>iHiing . . . [ihe influence of <ii:ti<L- financial offices on public 
Ctjllcgcs and tiniversiiies as a ibrciji lo insiiiuiional auioncnny] 
\, . . are a sieady increase in many siaies in die governtir's power 
lo supervise/ and conirol all siaie prograitis; a icndcncy lo lighten 
(onirols over spending and program duplicuiion because of the 
in<rcasin*g cosis and complexiiy of higher' cduraiian; and ihc 
devclopmeni of complex managemeni-informaiion systems, cosi 
aiudyscs. and program budgciing, all of which provide insiru- 
nii*nts of review and conirol for stale finance officers.^ 



2 "Academic Power Sren Undergoiiig a Major .Shifi." T/ic C.hromdc 
of Ibiihcr hiiuation/' March 8,,'l))71, p. f), 
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A vice president for planning and budgeting for a 
large staK university recently noted that; , ^ 

Dollars arc. pumped inio higher cduciiion. Bui whai*s coming 
oui? No one. noi even ihe edu(?iiors themselves, is really sure. And 
if ihey are sure, they oin'i prove iu 

Institutions know how, many dollars are spent for 
travtl, or office Supplies, or vehicles, but they do liot 
know in connection with what spedfic outputs. In 
^ what other area of endeavor where dollars are spent 
* would business officers be satisfied in not knowing 
"whau is coming out'? 

How Different Is the Emnrbument?' 

There are several reasons why business management 
in higher education has been thought to l>e different 
from business management in other endeavors. The 
public aj3parently has been wiHing in the past to pour 
billions of dollars - Into higher education without 
requiring an accounting of what the dollars have 
bought. Higher education has enjoyed a unique ex- 
emption from usual scrutinies. It is expected that a 
highway department must account for its expendi- 
tures in terms, of miles of paved road, categorized by 
qualities of materials used; a state prison systemMs 
evaluated by some quantifiable yardstick, such as the 
percentage of inmates who are able to return success- 
fully to society after confinement vi.s-a-vis a percent- 
age of inmates who are returned to confinement. 
Presurrit^bly, taxpayers and other supporters are enti- 
tled ip similar evidences of efficiency and productivity 
from higher education. 

Business officers of academic institutions cannot pro- 
vide accounting and business managerial support as 
simply as can business officers of manufacturing or 
retailing enterprises, who can apply costs to produc- 
tion or sales units. Higher education is extremely 
complex and involves mjiny intangibles, as evidenced 
by the fact that millioriji of dollars ^jire l)eing expended 
by various governmental, institutional, and coopera- 
tive efforts to get a handle on "what is going on." 
Thcf problems are complicated by the fact that the 
situation, allowed to go unbridled frtr decades, obvi- 



4* 

ously will require*niore effort to correct than would 
have been the case if good management had been de- 
veloped its academic institutions were growing in 
si^e1^nd complexity. But there are some very positiye. / . 
tilings a busiriess officer can and should do in. his X 
role as a prolessiongil manager on an, institutional 

.staff^ . " • ; ' 

Fir.'lLpf all, he should evaluate his place in \hp institii- 
tional environment. If he is to be' a professional busi- 
ness manager, then he should develop th(? attitude 
that he has something of value to say and is determined 
to find a way to say^ it. T*his is the altitude which 
should underlie his deterrji^atibn to find ways to - , 
presefnt information valuable to decision-making 
processes. He should enfiphiisize that just because an 
.institution does not have to earn revenue! to stay in 
business, this does not mean that it should not know 
what it is dnjni: "^r 0^ vj^hmilrl not know the costs 
of itii activities so that it can measure the costs of 
what it iydoing^in relation to producfivityi^ndicators. 

Setoncl.ja business ofncer, as* a professional, should 
not condone promulgations of accounting practices 
%vhcn i/l^y defy nieaningful applications of cost sys* 
terns afid ignore relationship^ between costs, pror ^ 
grams, and benefits. In this regard, Collcg^* and- Vni- . 
versity Busi;iess Administration has provided a pro- \ 
fessional authority supporting application of certain 
accounting standards, whether f^-om freqvieiitly dis- n 
interested facu^y or from multi-interested state audit 
and budget departments. ^ . ^^ 

The Problem of the Public Institution 

At this point, it is appropriate to note that many pub- 
lic institutions face a dilemma in attempting to satisfy 
professional accounting principles which are not 
always consistent with individual ^tate budgtU and 
audit requirements. It may be well and good, fpr in- 
stance, for a private institution to aclh6re strictly to 
the definition of restricted funds» but the situation is 
not the same for a public institution which must lapse 
unexpended, unrestricted gifts to a state treasury. • 
Accounting and funding consequences would not be 
the same for all institutions that might record an un- 
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^stricted gift to an institution as an unrestricted 
/acGOunt. If an unrestricted gift is made to an institu- 
tion, is it not in fact restricted for a use by the insti- 
tution vix'h'ifi.^ a state trpasiiry; andis nor ah intent of 
a donor compromised when his unrestricted gift to an 
institution is not used fbr institutional purposes? The 
point is twofold—first, the differences and inconsist- 
encies in circumstances-^ attached to public institu- 
tions vis-a-vis private institutions are significant 
enough to warrant a study and rep>ort of iqfiplicatipns; 
and, second, perhaps it would sqrve a Constructive 
purpose if an appropriate NACUBO committee di- 
rected att^ntl^n to relationships with associations of 
state auditors and budget officers in addition to pro- 
fessional accfounting organi^ations. 

The Importance o/^CUBA 

The contcnt.of College and University Business Ad- 
7ninislratio4\is of particular importance to the busi- 
ness management of hitler education because its pro- 
noun cccncn|j. serve as ground rules for recording and 
fcportihg financial data. It is essential, therefore, tliat 
the publicatibn provide fo^ principles which are con- 
sistent with sound accounting and costing practices. 
An example of.a coiifjict with meaniqgful accounting 
theory is the provision in the«book that staff benefits 
can^)c categoi*ized as a function within educational 
and general, obscuring the application of cost ac- 
counting and the presentation of accurate data. Obvi- 
ously, staff bejncfits are expenses of functions . such 
as instruction pr research, and just as directly alloca- 
ble as are the personal services to which they apply. 
It, mjikes no more sense to establish "staff benefits" 
as a function {.han it would to establish "office sup- 
plies** cis a funirtion. It does little good for an authori- 
tative tj'xt to gi.ffer an alternative when one of the al- 
ternatives is in violation of any sort of cost or other, 
accounting propriety. How is a department supposed 
to know and budget for its total expenses if its total 
expenses are not required to be recorded against its 
accounts? Any such explanation as "this is the way^ 
it has always been done" or "it is difficult to allocate 
staff benefits" is no excuse for continuing a deficiency. 

College and I'nwersity Business Adfninistraiion 
causes activities to be divided into budgeting and 
accounting records, and therefore divided in the com- 
pilation of data for management. For example, part of 
an instructional activity may be categorized into the 
instructional and departmental research function be- 
cause It is funded from general sources, and another 
part of the ^ame activity maV be categorized along 
with other apples arid oranges into the hodgepodge 
function of "other sponsored programs." As previous- 
ly indicate, still another part of the activity might be 
recorded as a tfiird function, staff benefits. Such re- 
porting of "results of operations" for management in- 
formation purpf)Ses is of (luestionable value to an 
administration which probably is not prepared to 



understand. the simplest forms of financial! prcsehta- 
' tions, mttdik'ss complex, ambiguous presentations. 
An expenditufe^fof a library book may be classified 
as "library" or "other sponsored programs," depend- 
ing upon the funding source. The presentation of 
"library" expenditures in a financial refxirt, therefore, 
is really not accurate because it does not include all 
the costs of the "library." (It may not include staff 
benefits, either.) "Library" expenditures are 'library" 
expenditures, regardless of whether or not they are 
sponsored. Why not show sponsored "library" ex- 
penditures as a part of the function— "libraries"? 
What does an amount presented as "other sponsored 
programs" really mean to a report reader? The defini- 
tion of "libraries" in College and University Business 
Administratio7i is "the total expenditures for separa- 
tely organized -libraries, both general and depart- 
mental." How can an institution accomplish this and 
also adhere to the definition of "other sponsored^pro- 
grams" which implies that sponsored library expendi- 
tures should be shown as "other sponsored progfarns"? 

Identifying True Functions 

Consideration should perhaps be given to designating 
"functions" according to a valid purpose or activity 
and to indicate funding sources within af purpose or 
activity. For instance, "instruction and departmental 
research" would be one function, including and re- 
ported iiv sub categories of general, restricted, and 
spbn.sored projects. The samfe classification considera- 
tion would^apply for "libraries" and other valid func- 
tions. (As indicated earlier, staff benefits should not 
be continued as a function.) In studying the entire 
area of "functions," those involved should think in 
terms of reporting results of units of related effort — 
leading to contexts of program activities, so tha^ a 
financial report reader can relate costs and expendi- 
tures to "something accomplished," to functional 
efforts. This type of information is not possible with 
the present functional categories. The subject area of 
prog^ramming and functional reporting is the topic of 
the day and will involve volumes of effort in addition 
to that already expended; the point here is that pro- 
vf'essional business officers should work toward (Jcvel- 
oping flexible account structures and functional 
categories to facilitate planning and recording of 
transactions relative to program or at least activity 
units. Perhaps the developmer^t of relevant functions 
is a starting point and can be responsive within con-' 
texts of current programming and budgeting goajs of 
higher education. One of the most difficult aspects 
inherent in highcj education is the identification of 
quantifiable output resulting from expxjnditures of in-, 
stitutional funds. Identification of quaiftifiable out- ' 
put is not necessary, hqwever, in recording transac- 
tions according to functions. Therefore, meaningful 
and coherent functional categories should be adopted 
SQ that results of operations can be informatively 
reported even though output units are not identified. 
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This is not to sayCjlow-eve^, that business officers 
should not become inv^l>;ed in the currently popular 
exercise of identifying OiHpui units for planning, 
programming, and budgeting considerations, but the 
output units should*have meaning within a context 
of functions of effort, however This suggested rela- 
tionship between output units and functions will re- 
quire a rethinking and . redefining of "functions/* 

Gelling Information jot Program Needs 

Institutional planning offices are crossing functional 
lines in structuring r<jquirements for data bases to 
relate costs within program objectives. A representa- 
tive? from an office of analytical studies at a. large 
state university observed, in a' recent publication that: 
'The process of describing higher education benefits 

will involve the creation of a new language This 

will involve a whole new form of description that can 
pinpoint higher education benefits in terms pf quan- 
tifiable outputs, rather than just its inputs.'* Business 
officers should provide such latitude in their account- 
ing charts of accounts. If they do not, they may be 
handed one day a structure to implement because they 
never ventured beyond the age old functional lines to , 
offer an administration a way to define, plan, and 
account for program expenditures. Through an imag- 
inative development of a flexible thart of accounts, 
facilitated by the capabilities of a computer, data can 
"be captured, accumulated, and prepared for presen- 
tation in many different formats. It is conceivable 
•that "programs and department?!! activities can be 
identified while at the same time functional identi- 
fications can be maintained, all within one chart of* 
accounts. If business officers do not provide leadership 
in the venture, two separate account structures within 
two separate systems may Well be developed in a single 
institution. Institutional management must busily 
develop nc*xv ways to record and present financial in- 
formation ifi tune with the times and the capability 
of the computer. 

What constitutes organized research? Without Specif- 
ically saying so. College and University Buspiess 
Administration unquestionably implies that organized 
research is synonymous with spfonsored research- 
without clarification, provision, or consideration of 
program implications. NACUBO's Committee, on 
Governnlental Relations has indicated that as far as 
Circular A-21 is concerned, organized research is de- 
fined to include all research activities that are separ 
rately budgeted and accounted, whether or not spoil- 1 
sored. If there had not been pressing requirements 
from oiitside agencies, how.long would ii have been 
before institutional professional activities resulted in 
clearing a rather significant ambiguity in the prepa- 
ration and presentation of financial information? 

Another thiiig that a business officer can do is request 
specific stUt^ments of responsibilities and missions in 
identifiable organizational areas. He- can require that 



every account number established in the accounts of 
his institution be substantiated on a Request for 
Account Nurnber form as a functional activity, prop- 
aily^approml-^jljus^ by relatnjg the 

account or activity to the statement of responsibility 
and definition of the function of which it is a'pan. 
(It might be possible this point to also record pro- 
gram* elements which may consist of activities in more 
than one fiinction.) Ht shbuld stress the importance 
of relating all accounts and activities to quantities of 
output, or purpose, for the benefit of academic man- 
agement. These are tough assignments for business 
officers, but tlye most educational output for the 
dollar is possible only when costs can be ahalyzed r^)^^ 
ative to o.bjectives. programs, and units of effort or 
output. 

A common deficiency»in higher education that should 
be constantly pointed to by business officers is the ab- 
sence of clear, effective lines of organization and com- 
municdtion without which it probably is not possible 
to effectively manage business operations of an insti- 
tution. It perhaps should not be a responsibility of a 
business officer to point out deficiencies in an organi- 
zational structure; the point is, however, that the busi- 
n(;ss officer cannot function in a professional manner, 
discharging his responsibilities in an absence of or- 
ganizational integrity, and if tio one else on the man- 
agement team understands or is talking aboiit this 
deficiency, then it falls U|X)n the business officer to 
speak up. There is nothing rnore frustrating than 
attempting to work \i\ an enterprise which is not au- 
thoriiatiCely organized, .or* to- strive for objectives 
which are not documented. There cannot be a feed- 
back of progress if there is no goal toward which prog- 
ress is directed, ^ 

(Uving Breadth to Systtims 

Business officers should participate in the develop- 
ment, of management systems. Foi* purposes of this 
paper, business management systems may be defined 
as an overall systems plan designed to provide for the 
orderly, consistepl,, routine, mechanical, and coordi- 
nated accumulation and recording of institutional 
. financial and business information, according to ap- 
proved and documented irtstitutional policies, rules, 
and regulations; lo satisfy productioVi requirements 
for which business office units are responsible; to 
report the financial position at a given date and the 
results of operatiolis for a given period; and to provide 
business .nianagement information and analyses. A 
well designed system facilitates uhe processing and 
flgw of masses of data, coordinated to utilize a com- 
mon, comprehensive data base, in accord with ap- 
proved and documented policies, rules and regula- 
tions, to insure legal and fiducial proprieties; to 
provide majhagers with techniques of controlling 
opermiiai2tr and to reduce requirements for decisions 
iif^rcdetermined standards to the extent possible. It 
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must satisfy production requirements so that payroll 
atid other deadlines will be met, bank balances con- 
trolledi and status reports distributed. It mu^t4*epori 
financial posiUon and results of opem'lions as con- 
ventional ac<;'Ounting statements while it provides 
business TnanaKement informaiion and analyses, a 
function not so conventional and perhaps the 
most difficull of all. Business officers must detecnvHIe 
what a system is to do, whedier recordkeeping, pro- 
viding management information, or both. Does 
institutional management want to know the' object 
cosi of custodial services, or does it want to know the 
cost per sc^uare foot of space, measured as to some 
predetermined standard? Is it enough to balance 
cliarges lo the C-hemistry Department so that a trial 
balance can be extracted, or is^ii important to know 
costs per credit hour, per lab^hour, the reasons per 
credit hour costs are greater for Chemistry than for 
English — and then analyses to pinpoint and justi- 
fy ihe specific dollar differences? 

lUisiites^r nntnagennntt systems fuactiort and operate 
as parts of a management information system. An 
iVUvS includes the identification, accumulation, re- 
portingy and utilization of data involving every seg- 
ment of an institution from the Hiighest planning 
levels to the lowest operating units providing inpuli 
Business officers are vitally concerned with and af- 
fected by the efforts exerted toward the development 
of an MIS. "Systems" is the mechanism by whiejT^n- 
stitutions ate able to process masses. of data and pre- 
pare reports. It is absolutely essential that business 
officers be included as primary participants in defin- 
ing and requiring MIS operating and report charac- 
teristics. Busines.s officers must design management 
systems which satisfy business management require- 
menis while MlS's are being developed. It will be too 
late to wail to design systems to fit into art MIS; an 
MIS should be developed to facilitaie all systems 
requirements. 

It a business officer^nnot clearly identify institu- 
tional program elemen^i\uid therefore canrtoi apply 
cosis to units of. accommishment or output — perhaps 
because budget requestsJimd expenditures arc recorded 
on a conventional basis of ijicremenial increases or 
vague, allusive siaiemenis of justification, such as 
"for the support of higher education" — he should 
attempt to apply costs to arty kinds of quantitative 
unils he can conjurei he should poini out any incon- 
sistencies in amounts and kinds of expenditures be- 
tween seemingly related areas of endeavor that he can 
detect, indicating the consequences on funding sup- 
port wichni a context of the all important fact that 
"there is just so much funding available." Business 
officers should ask such questions as, "Arc thett ex- 
penses necessary and how do they relate to a docu-^ 
menied mission of ihe institution? What aro other 
ways in which the objectives of the mission might be 
atcomplished? What would that cost and why did we 
select this aliernative?" 

I 



An institution of higher education can receive and 
spend monies and effort without having to conclude 
an operating period with a profit or without having 
tQ'have provided cjuantities of utility to society which 
exceed the costs incurred in connection therewth.; 
Traditionally, a university or college estimates ai?d 
budgets its total sources of funding for a year. It ap- 
plies the amount available for budgeting by academic 
and administrative departments, uSing perhaps some 
mystical ratio or justification request ratio based on a- 
prior year's actual cost plus a growth factor. To say 
'that dollars were worth spending, there docs not have 
to be a relationship ix?tween expenditures and units 
of benefit which justify the efforts of the venture. 
Taxpayers, legislators, and other supp)orters of higher 
education have been reluctant in the past to partici- 
pate ih iiii'stitutional managing and planning, even 
though regardless of what goes on in an institution 
and who is responsible for the activity, the fact of the 
matter is that nothing goes on without expenditures 
of dollars. The question of why /taxpayers and others 
should be forced to support with their dollars a ven- 
ture which does not justify itself in specific terms is 
now being heard, however, with increasing fre- 
quency. A faculty member may feel that to hiave to 
indicate how his time and effort are spent is an en- 
croachment upon his professional integrity. This is 
not the case at all. How else can an institution and 
its supporting constituencies sausfy themselves that 
the educational process and programs justify the ex- 
penditures of dollars Ixjing made in connection there- 
with? Time recoitls are usual in most endeavors in 
which a preponderance of costs are for personal* 
services. Professionals in public accounting, law, " 
and engineering record their time to wiDrk orders or 
projects as an economic necessity— and there really 
is no significant problem. It involves simply a mech-^ 
anism for management and others "to know what is 
going on" and thereby to maximize the benefits andr 
in effect, returns from the utilization of available 
funding. 

If business officers are serious about providing sup- 
port to institutional managers in their efforts to max- 
imize the gl'eaiest ouiput possible from available dol- 
lars, and if they influence the management and plan- 
ning processes to the betterment diereof, then they are 
professional institutional officers; if they do not rec- 
ognize and inform others about the essentiality of out- 
put and management, then they are litde more than 
keepers of the records and controllers of journal 
entries. 

A busint»ss officer cannot single-handedly organize the 
management of an institution, establish institutional 
goals and objeciives. and document program defini- 
tion**^ He cannot refuse to approve all expenditures 
bui those which are documentarily related to pursuits 
toward established program definitions, or require all 
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budget. requests to be in accordance widi prior plan- 
ning, or assign all institutional costs to program Units 
having measurable values which justify or not the 
costs expended in connection therewith. Still, he 
ought to do all in his power to promote and influence 
tht' acceptance of these " principles by the total man- 
agement team, and he should be in the forefront in 
creating better financi/il planning techniques. The 
publication "Program' Pudgeting. Program Analysis 
and the Federal Budgk." published by die Harvard 
University Press in 1967, includes die following ob- 
servation which is no less true alVout higher education 
planning and progi/amniing: " The existing budget 
and budgeting proc<^dures are so patently uniniortna- 



live that they effectively coiKeaF most of the needed 
insight. Many old-timers are quite comfortable in 
such a situation, which makes it difficult for any 
operation to be judged and evaluated seriously.*'* 
Business officers shoidd work to find ways to provijle 
institutional managers with the kinds of business 
management information' that indicate systems and 
operating deficiencies. They should serve as catalysts 
for the improvement of management in the future as 
well as recorders of transactions of the t^asr 
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nl hi stimulatr fmtfrsstottal (nrnmumattum, v\ whu h nrr fnc- 
'^itnl ntlnh'\ hrltn'nl to bv nf mtrrrst and vulur to (nlU'iir aiul 
uiiivrr\tt\ hu\tftn% nffurrs, Artulrs art rnummnulnl fnr fmh- 
nfinif aftrr larrful rn^mv by NACVlH) rtlnt*\vuUitwn wbu arc, 
tbr jttdtiwnit of ibr htbluattotts Cutumtttrr. (omtx'trut to 
\r\\ fmifrwutnal vatues. Vtrw\ and intimnaUitu tnntatnrd 
tlw artttlt'S art* tbr r(*.sf)on\tbiiii\ nf the autbnr\, and tbrtt 
^ublKntnni tLr\ n(t7 ii^nify unqualiftnl atrrfttatKr l»y SACVIU) 
tn h\ tt\ ( nriinutti'cs * 



